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~Audit Procedures — General — Continued

attention and we will inform you of any fraudulent financial reporting or misappropriation of -
assets that come to our attention.  We will also inform you of any violations of laws or
governmental regulations that come to our attention, unless clearly inconsequential. Our
responsibility ‘as auditors, is limited to the period covered by our audit and does not extend to
matters thatmight arise during 'any later periods for which we are not engaged as auditors.

Our procedures will |nclude tests of documentary evrdence supportrng the transactions
recorded in the accounts, and may include tests of the physical existence of inventories, and
direct confirmation of receivables and certain other assets and’ liabilities by-correspondence
with selected individuals, creditors, and financial institutions. We will request written
“representations from your attorneys as part of the engagement, and they may bill you for
responding to this inquiry. At the conclusion of our audit, we will also require certain written
. representations from you about the financial statements and related matters.  |f we incur
legal fees as a result of our reliance on any false representations made by District

representatives, the District agrees to reimburse us for all-of our legal fees and related costs
of defense. ~ . ' o

~ Audit Procedures - Internal Controls

In-planning ‘and performing our audit, we will consider the internal control sufficient to plan
the audit in order to determine the nature, timing and extent of our auditing procedures for
the purpose of expressing our opinions on the Third Taxing District of the City of Norwalk,
Connecticut's general purpose financial statements

An audit is not designed to provide'assurance on internal control or to identify significant
~ deficiencies. However, we will inform the governing body or audit committee of any matters
involving internal control and its operation that -we consider to be significant deficiencies
under standards established by the American Institute of Certified Public Accountants. A
significant -deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’ s ability to initiate, record, process or report financial data
~ reliably in accordance with generally accepted accounting principles such that there is more
“'than a remote likelihood that a misstatement of the entity’ s financial statements that is more
~ than mconsequentlal will not be detected or prevented. We will also inform you of any other
matters rnvo|vrng internal control, if any.

~ Audit Administration, Fees
We understand that your employees will locate au information selected by-us for testing.
; ‘The audit documentation for this en'gagement is the property of Hope & Hernandez, P.C. and

constitutes confidential information. However, we may be requested to make certain
\I/)vEc:)rkpapers available to a cognizant agency pursuant to authonty grven to it by law or

SERNANDEZ PC.
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Audit AdmihistrationLFees —'Continued

_ regulation: If requested access to such workpapers will be prowded under the supervision of

Hope & Hernandez, P.C., persennel. Furthermore upon request, we may provide copies of
selected. workpapers to the cogmzant agency. The cognizant agency may intend, or decide,

" to distribute. the copies of information contained therein to others, including other

governmental agencies. The workpapers for this engagement will be retained for a minimum
of three years after the date the audrtor s report is issued or for any addltlonal perlod
requested by the cognlzant agency : . :

‘ Our fees for the audit for the year ended June 30 2008 will be $18, 420 Our fees for other

special auditing, accounting services or consulting services will be billed at the rate of $70
_per hour plus expenses. : :

The fee estimate is based on anticipated cooperation from your personnel and the assumption

" that unexpected circumstances will not be encountered during the audit. If significant

_additional time is necessary, we  will discuss it with you and arrive at a new fee estimate
‘before we incur the additional costs. Our invoices for these fees will be rendered each -month
as work progresses and are payable upon presentation. In accordance with our firm policies,
work may be suspended if your account becomes 60 days or more overdue and will not be

resumed . until your account is paid in full. If we elect to terminate our services for

" Robert J. Ba@, CPA

- Vice President

nonpayment, you will be obligated to compensate us for all time expended and to reimburse
us for all out- of -pocket expenditures through the date of termmatlon

‘We appreciate the opportumty to be of service to the Third Taxing Dlstnct of the City of
Norwalk, Connecticut and believe this letter accurately summarizes the significant terms of
our engagement. If you have any questions, please let us know. If you agree with the terms

of our engagement as described in this letter, please sign the enclosed copy and return it to
us. :

Very truly 'yours,

" RESPONSE:

- This letter correctly sets forth the understandmg of the Third Taxmg Dlstr|ct of the C|ty of

Norwa|k Connectlcut

_ By:

‘&o{)'ﬁ >

BNANDEZ P.C.

.mm-a Public Accountant
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Memorandum
Third Taxing District
Electric Department

To: Commission
From: G.E. Leary
Date: May 5, 2008

Subject: CMEEC Transmission Cooperative

It is recommended that the Commission vote to adopt the attached resolution
approving the creation of a transmission cooperative.

The Connecticut municipal utilities are proposing to establish a new cooperative to own
transmission facilities to be called the Connecticut Transmission Municipal Electric
Energy Cooperative (CT TRANSCO). The investment in transmission facilities in New
England is increasing dramatically and we are obligated to pay our share of the cost of
these facilities. Further, the new facilities that are being built are being allowed an
investment return of about 13 percent. We can save millions of dollars per year by
financing a share of these facilities with our low-cost capital.

A copy of the agreement creating the TRANSCO is attached. The agreement is similar to
the existing CMEEC agreement and is authorized under the same state statutes.

P:\George\Word 08\CMEEC Transmission Coop Memo.doc = 1-
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Third Taxing District
RESOLUTION 5/5/08

CMEEC TRANSCO

Resolution Approving the Creation of a Transmission Cooperative

WHEREAS, The Commissioners of the Third Taxing District have received an
assessment from CMEEC of the potential economic benefits of joint ownership of “Pool
Transmission Facilities”; and

WHEREAS, CMEEC has proposed a legal and organizational structure that would
provide maximum benefit of Transmission Joint Ownership to the participating municipal
utilities.

NOW THEREFORE BE IT RESOLVED, That the Commission of the Third Taxing
District approves the form in substance of the attached Agreement Creating the
Connecticut Transmission Municipal Electric Energy Cooperative pursuant to the
procedures set forth in Title 7, Chapter 101(a) of the General Statutes of the State of
Connecticut, as amended, in order to recognize the expected benefit of Transmission Joint
Ownership to all electric customers of the municipal electric utilities in CMEEC and
further authorizes TTD management and the Chairman of the Commission to undertake
the necessary action to execute the final Agreement and to submit this final Agreement to
the governing body of TTD as required pursuant to CMEEC’s statute.

Ronald Scofield

District Clerk

P:\George\Word 08\CMEEC Transco Resolution.doc
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AGREEMENT CREATING THE CONNECTICUT TRANSMISSION MUNICIPAL
ELECTRIC ENERGY COOPERATIVE

This Agreement dated as of , 2008 (the “Agreement”) creating the
“Connecticut Transmission Municipal Electric Energy Cooperative” (“CT TRANSCO”) by and
among the BOARD OF PUBLIC UTILITY COMMISSIONERS OF THE CITY OF
NORWICH, CONNECTICUT (“Norwich”), GROTON UTILITIES COMMISSIONERS OF
THE CITY OF GROTON, CONNECICUT (“Groton”), THE BOARD OF THE DEPARTMENT
OF UTILITES COMMISSIONERS OF THE BOROUGH OF JEWETT CITY, CONNECTICUT
(“Jewett City”), THE BOARD OF COMMISSIONERS OF SOUTH NORWALK ELECTRIC
AND WATER OF THE CITY OF NORWALK, SECOND TAXING DISTRICT, (“South
Norwalk”), THE BOARD OF COMMISSIONERS OF THE ELECTRICAL DEPARTMENT
OF THE CITY OF NORWALK, THIRD TAXING DISTRICT (“East Norwalk’), BOARD OF
COMMISSIONERS OF THE TOWN OF WALLINGFORD DEPARTMENT OF PUBLIC
UTILITIES, (collectively, the “ CT TRANSCO Members”), any two of which are required to
make this Agreement effective.

WHEREAS, Public Act 75-634 subsequently enacted as Title 7. Chapter 101a of the
General Statutes of the State of Connecticut, as amended (the “Act”) authorized municipal
electric utilities in Connecticut to join together to form a cooperative public corporation for the
purpose of financing the construction and acquisition of electric and transmission facilities and
interests therein for the purpose of furnishing efficient, low cost and reliable electric power and
transmission in the areas of their operations; and

WHEREAS, pursuant to the provisions of the Act the municipal electric utilities in
Connecticut created and became members of a cooperative public corporation, as a separate legal
entity constituting a public body corporate and politic of the State of Connecticut in the name of
Connecticut Municipal Electric Energy Cooperative (“CMEEC”).

WHEREAS, pursuant to the provisions of the Act the CT TRANSCO Members desire to
create and become members of a cooperative public corporation, as a separate legal entity
constituting a public body corporate and politic of the State of Connecticut in the name of
Connecticut Transmission Municipal Electric Energy Cooperative (“CT TRANSCO.”)

WHEREAS, CT TRANSCO’s purpose is to provide efficient low cost electric power and
transmission to the Members and participants of CMEEC and is intended to act in concert with
CMEEC and provide transmission services to CMEEC.

WHEREAS, the CT TRANSCO Members have by due and proper action previously
authorized and approved the adoption of concurrent resolutions authorizing and approving the
execution and delivery of this Agreement.

NOW THEREFORE, the CT TRANSCO Members agree as follows:
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(1) Effective Date: This Agreement shall become effective when it is duly executed and
delivered on behalf of all the CT TRANSCO Members and filed, in the office of the Secretary of
State of the State of Connecticut, in accordance with Section 4 hereof.

(2) Establishment of Connecticut Transmission Municipal Electric Energy Cooperative:

The CT TRANSCO Members have heretofore, by concurrent resolutions, established a separate
legal entity, a public body corporate and politic of the State of Connecticut known as the
Connecticut Transmission Municipal Electric Energy Cooperative (“CT TRANSCO”) in
accordance with the Act.

2.1 Purpose: The purpose of CT TRANSCO is to conduct its business and affairs
for the benefit of the CT TRANSCO Members and any participants of CT
TRANSCO as authorized under the Act and any other subsequent
authorizing legislation in order to be able to furnish efficient, low cost and
reliable electric transmission power, energy and other authorized services to
the municipalities served by the CT TRANSCO Members and other
participants of CT TRANSCO and to enter into transmission and other
service agreements with CMEEC as necessary to effect this purpose.

22

Governing Board: The governing body of CT TRANSCO shall be the CT

TRANSCO Board of Directors (the “CT TRANSCO Board”) consisting of
representatives of the CT TRANSCO Members and other members of the CT
TRANSCO Board as by the Act, as applicable, in which all legislative power
of CT TRANSCO is vested. The following categories include, but are not
limited to those items that shall be provided for in the CT TRANSCO
governance charter documents which shall be defined as including the By
Laws and any policies duly adopted by the CMEEC Board. The CT
TRANSCO Governance Charter shall provide for policies on these items as
may change from time to time by appropriate and duly authorized vote of the
CT TRANSCO Board or by legislative change.

2.2.1

Composition of the CT TRANSCO Board: Each New
Member shall be entitled to appoint two (2) representatives
to the CT TRANSCO Board with voting rights in
accordance with Section 7-233c (d) of the Act as amended.
In relevant part and to the extent not inconsistent with the
Act, megawatt-hours purchased as used in said Section 7-
233c¢(d) shall mean such purchases in MWh for the service
purchased by a CT TRANSCO Member or Participant from
CT TRANSCO based upon the assumption that the service
purchased by the CT TRANSCO Members and Participants
from CT TRANSCO is the same as the service purchased
by CMEEC Members and Participants from CMEEC. Each
Non-Member Participant in CT TRANSCO shall have
representation as defined in the By Laws of CT TRANSCO
as amended from time to time with voting rights as defined
in the By Laws of CT TRANSCO and in a manner
consistent with the requirements of the Act.
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2.2.2.

2.2.3.

225

2.2.6.

22.7.

Appointment: Each of the CT TRANSCO Members shall
appoint two (2) representatives to the CT TRANSCO
Board, and shall have the right to appoint alternative
representatives all of who shall satisfy the requirements for
the number of representatives allowed for each CT
TRANSCO Member and comply with the qualification
requirements for each such representative as set forth in the
By Laws. The CT TRANSCO Board shall have the
authority to appoint independent members of the CT
TRANSCO Board or committees established by the CT
TRANSCO Board as deemed appropriate and authorized
under the Act, the By Laws and the CT TRANSCO
Governance Charter.

Term: The terms of the representatives and their
successors and the qualifications requirements shall be as
set forth in the By Laws or the CT TRANSCO Governance
Charter.

Removal: A representative may be removed by the CT
TRANSCO Board for inefficiency or neglect of duty or
misconduct in office.

Compensation: Representatives on the CT TRANSCO
Board shall receive reimbursements for related expenses in
connection with services as a member of the CT
TRANSCO Board or authorized Committee of the Board in
a manner consistent with the Act. Representatives or
independent members of the Board and Board Committees
may be compensated for their services and provided such
other benefits as provided for in the By Laws and the CT
TRANSCO Governance Charter.

Committees: The CT TRANSCO may create such
committees, comprised of representatives of the CT
TRANSCO Board and officials or employees of CT
TRANSCO appointed thereto by the CT TRANSCO Board,
for the proper administration of the activities of the CT
TRANSCO Board, as are provided for in the By-laws
and/or the CT TRANSCO Governance Charter.

Meetings of the Members: An annual meeting of the
Members shall be held each year at such place in the State
of Connecticut as shall be designated in the notice of the
meeting to transact such business as may appropriately
come before a duly constituted meeting with a quorum of
the CT TRANSCO Members.
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2.2.8. Meetings of the CT TRANSCO Board: The CT TRANSCO
Board shall meet on a schedule as set forth in the By Laws
or as may be approved by the CT TRANSCO Board.
Meetings shall include regular CT TRANSCO Board
meetings, annual CT TRANSCO Board meetings special
meetings and committee meetings.

2.3 Indemnification of Representatives: Each representative and member of the
CT TRANSCO Board and any authorized committees of the CT TRANSCO
Board, whether or not then in office, and his or her personal representatives, shall
be indemnified by CT TRANSCO against all costs and expenses actually and
necessarily incurred by he or she in connection with the defense of any action,
suit or proceeding in which he or she may be involved or to which he or she may
be made a party by reason of his or her being or having been such Representative
or officer, except in relation to matters as to which he or she shall be finally
adjudged in such action, suit or proceeding to be liable for willful or wanton
negligence or misconduct in the performance of duty. Such costs or expenses
shall include any awards, legal fees or amounts reasonably paid in settlement for
the purpose of curtailing the costs of litigation, but only if CT TRANSCO is
advised in writing by its counsel that in his or her opinion the person indemnified
did not commit such willful or wanton negligence or misconduct. The foregoing
right of indemnification shall not be exclusive of other rights to which such
Representative or officer may be entitled as a matter of law or by agreement.

2.4 Duration of Agreement: This Agreement shall continue in force and effect
until terminated at any time by concurrent resolutions adopted by each and every
CT TRANSCO Member which is a party to this Agreement within a single
calendar year pursuant to the Act; PROVIDED, HOWEVER, that this Agreement
may not in any event be rescinded or terminated so long as CT TRANSCO has
any debts or bonds, notes, or other obligations outstanding unless sufficient
moneys have been set aside irrevocably in trust to satisfy all the outstanding debts
or obligations of CT TRANSCO.

2.5 Properties: All assets and properties of CT TRANSCO shall be held by
CT TRANSCO for the benefit of the CT TRANSCO Members and participants as
applicable for the purposes of CT TRANSCO, including the payment of liabilities
of CT TRANSCO.

(3) Powers: CT TRANSCO shall have all powers conferred by the Act as may be
amended or conferred by any other applicable statute or necessarily implied there from.

(4) Filing of Agreement: A copy of this Agreement, together with the concurrent
resolutions of the CT TRANSCO Members shall be filed with the Secretary of State of the State
of Connecticut as soon as practicable following its execution by the CT TRANSCO Members
and in all events within thirty (30) days after its execution by the CT TRANSCO Members.
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(5) Notices: Any formal notice, demand or request provided for in this Agreement shall
be in writing and shall be deemed properly served, given or made if delivered if delivered in
person or sent registered or certified mail, postage prepaid, to the persons specified below:

Chairman
Department of Public Utilities Commissioners of the
Borough of Jewett City

Director of Utilities
Jewett City Department of Public Utilities

Chairman
The Board of Commissioners of the South Norwalk Electric and Water of the City of
Norwalk, Second Taxing District

General Manager
South Norwalk Electric and Water

Chairman
The Board of Commissioners of the Electrical Department of the City of Norwalk,
Third Taxing District

General Manager
Third Taxing District of the City of Norwalk, Department of Public Ultilities, Electric
Department

Chairman
Town of Wallingford, Public Utilities Commission

Director of Utilities
Town of Wallingford, Department of Public Utilities, Electrical Division

Chairman
Board of Public Utilities Commissioners of the City of Norwich, Connecticut

General Manager
Norwich Public Utilities

Chairman
Groton Utilities Commissioners of the City of Groton, Connecticut

General Manager
Groton Ultilities



In the event that any other city, town, borough, municipality, taxing district or any other entity
eligible for membership in CT TRANSCO becomes a CT TRANSCO Member, formal notice
requirements of this section shall be automatically extended to that CT TRANSCO Member’s
appointed representatives to the CT TRANSCO Board.

(6) Severability: In the event that any of the terms, covenants or conditions of this
Agreement or their application shall be held invalid as to any person, corporation or
circumstance by any court having jurisdiction, the remainder of this Agreement and the
application and effect of its terms, covenants or conditions to such persons, corporations or
circumstances shall not be affected thereby.

(7) Duplicate Originals: This Agreement may be executed in several counterparts, each
of which will be an original but all of which together shall constitute one and the same
instrument.

(8) Amendment and Additional CT TRANSCO Members: This Agreement may be
amended from time to time in accordance with the General Statutes of the State of Connecticut to
provide for Additional CT TRANSCO Members or participants of CT TRANSCO by the
adoption of concurrent resolutions by at least sixty seven percent (67%) of the then CT
TRANSCO Members, and the filing of said resolutions with the Office of the Secretary of State
of the State of Connecticut.

9 Governing Law: This Agreement is made under and shall be governed by the
Laws of the State of Connecticut.

IN WITNESS WHEREOF, the CT TRANSCO Members have caused this Agreement to
be executed as of this day of , 2008.

Board of Public Utilities Commissioners of the
City of Norwich, Connecticut

Aftest:
By: By:
Chairman
Groton Utilities Commissioners of the
City of Groton, Connecticut
Attest:
By: By:

Chairman
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Department of Public Utilities Commissioners of the
Borough of Jewett City

Attest:
By: By:
Chairman
The Board of Commissioners of the Electrical Department of
the City of Norwalk, Second Taxing District
Attest:
By: By:
Chairman
The Board of Commissioners of the Electrical Department of
the City of Norwalk, Third Taxing District
Attest:
By: By:
Chairman
Attest: The Town of Wallingford, Public Utilities Commission
By: By:

Chairman

/00





